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Evaluation of Pork Production Contracts
Pork production occurs under numerous forms of organizational structures ranging from sole
proprietorship, where one individual provides the necessary capital and bears all risks, to those where
multiple individuals and/or entities pool resources such as labor, capital, and management and risk sharing.
One organizational method which has received an increased focus in recent years is contracting. Contract
production is an arrangement which blends the various production resources and parties and spells out the
division of responsibilities for supplying those resources (i.e., capital, labor, management). To effectively
evaluate contract production arrangements it is necessary to compare the responsibilities and resources
provided by each party with the respective expected returns.
The level of contract pork production has grown in recent years. In a Pork '89 article, Rhodes estimated
that "at most, a little less than 10 percent of the hogs in the United States are produced under contract."
This level is now likely 13-15 percent of all hogs and will grow still further in the future. A Pork '90 article
described the typical contract producer as one about 40 years of age who has produced hogs for about 12
years. The producer was generally happy \wth the contract program and had finished pigs for the current
contractor for over twoyears. Contract hog production has remained relatively decentralized m the
traditional hog area of the Midwest while the Southeastern U.S. has seen a more rapid development of the
larger (5,000+ sow) operations. The last couple of years has shown some eT^ansion of the larger contract
producers into the Midwest.
Growers enter contract production arrangements for a number of reasons; the main two are Hnancial and
risk reduction. During the mid 1980s the major reason growers entered a contractual arrangement was
financial. Almost three-fourths of those producingpork imder contract indicated they did so for financial
reasons. The flnanci^ crisis of the 1980's eroded farm equity, leading to the need for infusion of capital:
contracting filled part of this need. Contracting can pro\ide a method to overcome low return, debt and
2equity erosion problems and remain in production. About one in five were attempting to reduce price risks.
A more recent University of Missouri survey (^Pork *90^ showed that onlyabout one in three contract
producers in the North Central United States did so for financial reasons. Risk shifting became more
important. This was similar for Iowa contract producers as well. On the East Goast one in four contracted
for financial reasons. Of the East Coast respondents, 30 percent contracted to reduce risk. For theNorth
Central respondents, 20 percent did so to reduce risk. For Iowa respondents, 16 percent entered contractual
arrangements to reduce risk. The main contractual arrangements were with feed related businesses. They
accoxmted for about one-half of the contracts with East Coast growers as compared to 40 percent for the
North Central area. For Iowa it was 38percent. About one of three contracts in the North Central area
was a farmer-to-farmer contract as compared to one in four for Iowa. Most growers indicated they were
satisfied with the contract. However, for those with problems, the primary problem appeared to be low
quality livestock, followed by facilities not kept full and insufficient payment.
Contract Development
When evaluating a contract to offer or accept, it is important to realize that there is not one contract
that is "best" for everyone. The contract that you offer or accept as good for youmaynot be good for your
neighbor. Contracts are flexible and it is possible to tailor the contract to given situations. However, this
level of flexibility varies by firm offering the contract and level of contract competition. For some growers,
contract fleability maybe a primary consideration. The base contract maybe similar but adjustments would
be implemented to reflect what each party is providing. This diversity of contract options was pointed out in
a Pork '90 article. About one-third of the finishing contracts had both a feed conversion and death loss
premium. One-third had a death loss premiumwhile another one-thirdhad a feed conversion premium.
Approximately 6 of 10growers finishing pigs received a payment at market, while 8 in 10 received a payment
on arrival and 3 in 10 received a payment based on a daily fee. Other forms of payments received by 10
percent or less of the respondents included a set fee per pound ofweight gain or sold (9.6%); fee per month
3or perbuildmg used permonth (2.9%); profit sharing (2.7%); and fee payment based onfeed conversion
(2.5%).
In general, contractors tend to shy away from owning hog production facilities (Pork '891. For feed •
dealers andmanufacturers only about 12percent of their hogs were produced in facilities they owned. For
large contractors this was 21 percent. However, for fanners who contracted hogs, about one-half of their
hogs were finished in their own facilities.
Production contracts canbe developed which are favorable to all parties involved: the producer, feed
dealer, lender, as well as the contractor. Production contracts offer several advantages to the contractor.
They offer reduced capital requirements; greater coordination ofproduction to match input supply,
marketing and processing needs; improved product uniformity; and reduced risk. For the grower, contracts
offer the opportunity of reduced risk exposure; reduced capital needs; improved technical support; the
opportimity to more fully utilize available labor and facilities; improved cash flow; and the opportumty to
produce pork. Contracts also have disadvantages, including loss ofmanagerial control; theneed to work with
contract management; a set limit on returns; unguaranteed facility use, and hogs may be co-mingled.
While production contracts reduce price risks for producers, they canalso reduce profit potential over
time. This should be expected whenever risk reduction is achieved. The advantage of the contract is to
reduce producer losses during low price periods. But, it also cuts profit potential during high price periods.
Profit levels need to be compared to investment levels. Investment levels differ among contracts. Inputs
supplied by the contract partners can also differ between contracts. A more appropriate method for contract
comparison would be the rate of return on investment with investment levels determined bywhat eachparty
is providing to the arrangement.
When evaluating contracts growers need to evaluate the specifics of the contract as well as the
contractor or contracting company. Issues to evaluate would include the track record of the contractor. Find
out information on the firm's reputation and how long they havebeen in business. Determine the level of
services such as management information, etc., thatmay come as part of the arrangement. Financial stability
4and position need evaluation. Also detennine the reward system (payment) andwhat factors it is basedon.
Level of competition between contractors can impact this reward system.
Contractors need to evaluate the potentialgrowers. This would include information on past production
efficiency and its expected level into the future. The financial position of the grower too is important. The
potential for development of a long-term arrangement is greater for operations with a firm financial footing.
Reputation of the grower alongwith the production system needs evaluation.
Contractors are looking for top-notch pork producers just as producers shouldbe looking for top-flight
contractors. Effective and intensive management and production efficiency is needed for successful pork
production. This is true for all forms of production arrangements; contract production to individual owner
operatorship.
Contract Production Worksheets
Good production records and information are needed for effective contract evaluation. This is true for
the contractor and producer alike. With this information, expected results can be projected to determine
implications of respective contract specifications for producers and contractors.
A set of general worksheets are providedwhich can be used as an aid in this analysis. The worksheet
for contract production of feeder pigs provides a form for calculating expected costs and returns given the
respective contract arrangements. It is organized into variable costs (area 1) and fixed costs (area 2) or
calculating those costs covered by the producer. Breakeven compensation (areas 5 and 6) and returns (areas
7, 8, 9) are projected. While this is in a general form, some modifications may be needed to fit particular
situations.
Production cost information would hopefully come from the growers' records. However, if it is not
available information from sources such as "Livestock Enterprise Budgets for Iowa" or the "Iowa Swine
Enterprise Record Simimary" would provide a base for initial contract analysis. Similar pork production
information is available in many states. Return information will be related to specifications provided in the
5contract. Information on production efficiency such as feed efficient' or death loss will be needed for
evaluation of bonus payments or discounts.
Contractors can use the same form by plugging their respective costs into the respective areas.
Revenues would reflect expected market value and the respective share received. Variable and fixed costs
would reflect costs of those items provided by the contractor.
The feeder pig finishing contract worksheet provides a form for budgeting expected costs and returns
for finishing operations. It too is organized around variable costs (area 1); fixed costs (area 2); necessary
compensation in order to breakeven (areas 4 and5); compensation level (area6); andmanagement returns
(area 7).
It should be evident that production information is a key component of effective contract evaluation.
The best information source would be the respective farm production records. However, if these are not
available, information f-an be pulled from ongoing record services discussed earlier. These annual results or
budgets provide information which canbe used to project production costs. In the 1991 Iowa Swine
Enterprise Record Systems, veterinary andmedicine costs for the average feeder pig finisher were $.75 per
cwt. porkproduced ($1.48/hd) (Iowa Swne Enterprise Record Summary). Utilities were $.72 per cwt.
($1.45/hd). Labor cost was $2.44 per cwt. ($4.81/hd). Miscellaneous costs were at $3.84 per cwt ($7.56/hd)
produced. Fixed costs were $2.10 per cwt. ($4.14hd) produced. Purchase weight was 51pounds wth a 248
pound selling weight or 1.97 cwt. ofgain per hog. Feed efficiency was 3.56 pounds of feed per pound of
gain. Feeder pig purchase cost was $51.28 per head.
The 1991 IowaSwine Enterprise Records showed that feeder pigproducers had veterinary costs of
$4.09 per cwt. of porkproduced ($17.14/litter). Utility, labor, andmiscellaneous costs were $3.65, $12.25,
and$6.31 respectively per cwt. of porkproduced ($15.29, $51.33, $26.44 per litter). Fixed costs were $10.13
per cwt. produced ($42.44 per litter). Feeder pigproducers weaned 8.52 pigs per litter and had 8.22 pigs
reach feeder pig market weight of 51 pounds or 419poimds produced per litter.
CONTRACT FEEDER PIG FINISHING WORKSHEET
(Per Head)
PRODUCTION COSTS
1. Variable Costs Per Pig
a. Veterinary Costs
b. Utility Costs
c. Labor Cost - Hours (.6 to 1)
@ $ per hour
d. Misc. Costs (Interest, etc.)
Total Variable Costs (a + b + c + d)
2. Total Fixed Costs Per Pig
Depreciation, insurance, taxes, and interest on
buildings and equipment (12-18% of investment
per head) $ -5- (turn around rate)"
3. Total Finishing Costs Per Pig Produced (1 + 2)
RETURNS
4. Necessary Compensation Per CWT to Cover Variable
Costs (1) -5- [Finish Weight (CWT) - Placement
Weight (CWT)]
5. Necessary Compensation Per CWT Produced to Cover Total
Finishing Cost breakeven) (3) -5-
[Finish Weight (CWT) - Placement Weight (CWT)]
6. Compensation
e. Base Payment/Head
f. Feed Efficiency Bonus/Head
g. Death Loss Bonus or Penalty/Head''
Total Compensation (e + f + g)
7. Estimated Return to Management Per Hog (6 - 3)
(1)
(2)
(3)
(4)
(5)
(6)
(7)
^Investment per head is related to the finishing system. Examples could range from $70 to $180 per head.
''If there is a penalty, spread the death loss penalty over the number of hogsmarketed.
Prepared by James Kliebenstein and Chris Hillbum - Iowa State University Economics Department.
CONTRACT FEEDER PIG PRODUCTION WORKSHEET
(Per Litter)
PRODUCTTON COSTS
1. Variable Costs Per Litter
a. Veterinary Costs $
b. Utility Costs $
c. Labor Cost (8 to 13 hours)
hr@$ $
d. Misc. (bedding, manure handling, etc.) $
Total Variable Costs (a + b + c + d) $ (1)
2. Fbced Costs Per Litter
Depreciation, interest, taxes, and insurance on
buildings and equipment (15-20% of investment per
sow capacity ^ litters produced per year per sow
unit capacity) $ (2)
3. Total Cost Per Litter (1 + 2) $ (3)
4. Number ofFeederPigs Produced Per Litter ^head (4)
RETURNS
5. Necessary Compensation for Weaner PigsPer Head
to Cover Total Variable Costs (1 -r 4) $ (5)
' 6. Necessary Compensation forWeaner Pigs Per Head
to Cover Total Production Costs (breakeven)
(3 - 4) $ (6)
7. Compensation
e. Base Payment/head $
f. Bonus/head $
g. Penalty/head $
Total Compensation/Head (e + f + g) $ (7)
8. Estimated Return toManagement Per Head (7-6) $ (8)
9. Estimated Return to Management Per Litter (8 x 4) $ (9)
Prepared by James Kliebenstein and Chris Hillbum - Iowa State UniversityEconomics Department.
Contract Evaluation
Feeder Pig Finishing
Many feeder pig finishing contracts have a base payment of some level along with a bonus payment
which typically focuses ona production efficiency measure such as feed efficiency and/or death loss. Thus it
is important to know what these payments are and when bonuses will be received. In addition, information
onproduction efficiency variability and probability ofachieving theproduction levels to receive bonus
paymentswould aid the economic analysis.
Information provided in Tables 1 and 2 shows feed efficiency and death loss respectively for feeder pig
finishers who weremembers of the Iowa Swine Enterprise Record System. The distributions are shown for
the sbc year period 1986-1991. Thedistribution of producers achieving selected feed efficiency or death loss
levels are provided byyear and the average for the period. For example, over the 1986-91 time period 7.6
percent of the feeder pigfinishers had a feed efficient of 310 or less pounds of feed per 100 pounds of gain.
Ahnost one-fourth (22.2%) hada feed efficiency of3.11 to 3.30. About 8 percent had a feed efficiency of4.1
or higher. Death loss levels are shown inTable 2. Of the cooperators, about 12percent had a death loss of
1.5 percent or better. About one in five producers had a death loss in the 3.5 to 4.5 percent range. One in
eight producers (12.2%) had a death loss level of 7.5 percent or more.
Accumulative frequency distributions are shown in the last column of each table. This represents the
percent of producers achieving a given level of efficiency or better. For example, 38.5 percent of the feeder
pig finishers had a feed efficiency level of 3.5or better; 62.5 percent had a feed efficiency level of 3.7or
better (Table 1). A contract arrangement with a feed efficiency bonus beginning at 3.3would be achieved by
about one out of four-to-five producers (22.2%). Table 2 shows that 47 percent of the producers achieved a
death loss level of 3.5 percent or better; 27.4 percent had a death loss level of 2.5 percent or better, while
only 12.2 percent had a level of 1.5or less. These accumulative frequency distributions provide information
on the percentage of producers which would achieve bonus payments for selected production efficiency levels.
Be realistic when making these evaluations and judgements.
A comparison of three example contracts shows that returns vary between contracts. For all three
contracts the grower supplies facilities, labor and day-to-day management. The contractor (owner) supplies
pigs, pays feed and veterinary bills and handles marketing. All three contracts have fixed payments; two (A
and B) have bonuses based onfeed efficiency as well as death loss. Death loss expenses are shared by
owner andgrower in contract C and in contract A for death loss levels of 4 percent or higher.
The payment schedules and bonuses are as follows:
Contract A
Fixed Payments:
$2.50/head at placement
$2.00/head after 60 days
$1.00/head at marketing
Death Loss:
4% or higher:
split death loss expense
2.5-3%: $.30/head sold
2.0-2.5%:
$.60/head sold
...continues to...
No death loss:
$2.10/head sold
Feed Conversion:
4.4 lb. feed/lb. gain:
$.30/head sold
4.3 lb. feed/lb. gain:
$.60/head sold
...continues to...
2.8 lb. feed/lb. gain:
$5.80/head sold
Contract B
Fixed Payments:
$4.00/head at arrival
$2.00/head at 80 days
$2.50/head at marketing
Death Loss:
3%: $.30/head
2%: $.70/head
1.25%: $1.00/head
1%: $1.25/head
0.75%: $1.50/head
Feed Conversion:
3.3-3.4 lb. feed/lb. gain: $.50/head
sold
3.2-33 lb. feed/lb. gain: $.75/head
sold
3.1-3.2 lb. feed/lb. gain: $1.00/head
sold
...continues to...
2.8 lb. feed/lb. gain or less:
$2.00/head sold
Contract C
Fixed Payments:
$2.50/head at arrival
$2.50/head at marketing
Death Loss:
Owner and feeder share
equally
Profit Sharing:
After all expenses are
figured, any profits are split
equallybetween owner £UQd
feeder.
10
These contracts vary in level of risk the grower faces as well as potential returns. Contract B has the
highest level Of fixed payment (lowest risk) while contract C has the lowest level of fixed payment. Contract
C is a profit sharing arrangement and has the highest level ofgrower risk. Returns mirror the risk levels.
Return levels for selected death loss levels are provided in Figure 1 while Figure 2 provides returns by
level of feed efficien(y. Return levels reflect a group of 3(X) pigs. The contracts provide quite different
results for the grower. Thegrower assumes more of thedeath loss risk in contracts A and C than in
contract B. Returns for contractA improve dramatically as death lossmoves from 7 percent to 1 percent:
from about a minus $300 to $950 (Figure 1). For contract B, returns improved from about $400 to $700 with
the same change in death loss. Similarly, the grower assumes more risks of efficient gains under contracts A
andC than contract B (Figure 2). Thus, contract B assures a more stable income flow. Contract C provides
thegreatest variability in income flow. Due to its profit sharing emphasis, returns are impacted by market
hog prices as well as feed efficiency and death loss levels. Returns for contract C in this comparison look
quite favorable because hog prices were profitable. When hogs are losing money, returns for contract Cwill
be lower.
Contracts r.an impact investment decisions. For example, improving death loss from 7 percent to 1
percent provides a higher return for contract A than contract C. Returns improved about $1,250 for contract
A as compared to only $300 for contract B. Every dollar spent on improvements must be returned as larger
payments. Lowproduction risk contracts provide low incentives for improvements. In many of these
situations improvement decisions become based on what is needed to keep the contract.
Feeder Pig Production
Many feeder pig production contracts too have production efficiency bonus payments in addition to
base payments. Production efficiency information for feeder pig producers on the IowaSwine Enterprise
Record System is shown in Tables 3 through8. One of the keyvariables in many feeder pig production
contracts is feeder pigs produced per sow per year or per litter. Combining information from Tables 3 and 4
provides information on feeder pigsmarketed per sowper year. Pigsweaned per sow per year averaged
15.78 pigs (Table 3) while death loss afterweaning averaged 3.36 percent (Table 4). Thus, about .5 pig died
after weaning or 15.28 pigswere marketed as feeder pigs. Table 3 shows that about one-fourth of the
Figure 1. NEI RtTURNS-FEEDER PIG FlNlSHlNu
COMPARISON OF CONTRACTS-$105 INVESTMEN
2000
Figure 2.
2500
2000
^ 500
DEATH LOSS PERCENT
CONTRACT A —f- CONTRACT B CONTRACT C
^ET RETURNS"
COMPARISON OF CON
ER •
ACTS-S
3.4
FEED EFFICIENCr
05 IN
S
ES
Na
vIEN
CONTRACT A —t—CONTRACT B CONTRACT C
11
12
producers weaned from 15-17 pigs per sow per year. Three and one-half percent weaned 21 or more while 7
percent weaned 11 or fewer pigs per sow per year. The accumulative frequency distribution shows that 15.9
percent of theproducers weaned 19 or more pigs per sow per year. Six in ten producers weaned 15 or more
pigs per sow per year.
Weaning to m^ket death loss information is shown inTable 4. The average feeder pig death between
weaning and marketing was 3.36 percent for the 1986-1991 time period. Fifty percent of the producers had a
death loss of2.5 percent or less. The average level ofpigs weaned per sow per year was 15.78 pigs (Table
3). Birth to weaning death loss showed about four in ten (39.1%) producers in the 7.5 to 12.5 percent range
(Table 5). Another one-fourth was m the 12.5 to 17.5 percent range of the producers while 10.6 percent had
a birth to weaning death loss of 7.5 percent or better. The accumulative distribution shows that about one
half the producers (49.7 percent) had a death loss of 12.5 percent or better. Slightly more than seven
percent had death loss levelswhich exceeded 22.5 percent.
Information on litters per sow per year is provided in Table6. About three in ten (29.3%) producers
achieved 2.05 or more litters per sowper year. Three-fourths (71%) had 1.75 or more litters per sowper
year. Pigs weaned per litter is provided in Table 7 while Table 8 provides breeding stock death loss
information. About sixin ten producers (57.6%) weaned 8.25 or more pigs per litter. About one third
(36.5%) weaned 8.75 or more pigs. Only one in twenty (4.7%) weaned 9.75 or more pigs. Six in ten
producers (56.2%) had a breeding stock death loss of 4.5 percent or better.
A comparison of three feeder pig production contracts shows that, like feeder pig finishing, returns vary
between contracts. The contractor (sowowner) supplies the breeding herd, pays feed and veterinary bills
(only 1/2 in one contract) and handlesmarketing. The feeder pig producer supplies facilities, labor, and
day-to-day management. All three contracts havefixed payments and a bonus based on pigs produced per
female per year.
The payment schedules andbonuses are as follows (Hetland andKliebenstein):
Contract A
Fixed Payment:
$10.00/mo/female
Contract B
Fixed Paynient:
$18.00 Class I Pig
Contract C
Fixed Payment:
$10.00/Class I & II Pig
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$12.00/feeder pig produced $15.50 Class II Pig
$0 Class III pig
$4.00/mo/female
Pig Production Bonus: Pig Production Bonus: Pig Production Bonus:
Pigs/female/year Pigs/female/year Pigs/ female/year
Under 17.99: $0
Class I
15.99 or less: $0
Class II
$0 $.60/pig over 12 pigs/sow/year
18.00 to 18.49: $.60/pig 16.00 to 16.99: $1.50 $1.00 $.08/every pound over 50# average
18.50 to 18.99; $.80/pig 17.00 to 17.99: $2.00 $1.50
...increases at... 18.00 to 18.99: $2.50 $2.00
$.20 (twenty cents) for each
.50 pig/year/feinale
19.00 or more: $3.00 $2.50
Pig Production Deduct: Pig Production Deduct: Pig Production Deduct:
$.10/pound below average weight
of A2S pounds
None $.08 for every pound under 50#
average
Feed Conversion Bonus: Feed Conversion Bonus: Feed Conversion Bonus:
None Sow and boar Bonus/Class
feed use I & II Pigs
Produced
None
2200-2299
Ibs/yr/sow & boar
2300-2399
Ibs/yr/sow & boar
...continuing to...
2700 or more
Ibs/yr/sow & boar
+ 1.00
+ .50
-1.50
14
These contracts vary in level of risks the producer faces and the potential returns. Contract C has a
lower base payment and higher incentives based on pig production levels per fem^e per year. Return levels
are shown in Table 9 for an example production level. The example assumes a 250 sow herd andproduction
over a 12 month period. The production level is from an actual herd and payments arebased on actual
number of feeder pigs shipped from the facility. The production level achieved was 21 pigs per female per
year. Payments which are of the fixed variety (sow service fee and outyardage or pig shipment payment)
were thehighest for contract A and the lowest for contract C. Bonus type payments were thegreatest for
contract C. Total income was the greatest for contract B. Contract B did not have a monthly sow service
fee. Level of pig production has a dramatic impact on returns from contract B. For contracts A and C sow
service fees will be made independent ofpig production levels. Returns ranged fi"om a high of$105,098 for
contract B to a low of $81,198 for contract C; a difference of $23,900.
Summarv
Eachporkproduction contract needs to be evaluated on its own merits. Thereare many differing types
of contracts ranging from thosewhich are heavily based on fixed and flat payments per animal with few
bonuses, to those which are heavily based on production efficiency bonuses, to those which are profit sharing.
Each contract offers different items to the contractors and producers alike. Theycanoffer differing levels of
sharing the various production, income, and market risks among the participants. All contracts should be
written and clearly state who provides what in the arrangement.
Beforeoffering or accepting a contractual arrangement it is necessary to project costs, return and
expected profit from the arrangement. To do so requires pork production record information and estimating
expected profit given the respective contract conditions. Comparison of contracts has shown that return and
profit can vary dramatically between contracts. Bonus clauses can cause a high degree of this variability. Be
realistic when evaluating bonus clauses. If youhaveyour own production information, use it rather than
some value that may be significantly above your present production levels. Some individuals have indicated
that their production efficiency improved with contractproduction. Management information which
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accompanied the arrangement led to these production improvements. However, be realistic on the level of
these improvements. Also, have the bonus payments based on factors under your control and know how the
efficiency calculations are made.
When evaluating contracts remember to keep in mind the levels of risk the operation can absorb and
what your options are. With many contracts the producer provides most of the fixed capital items such as
buildings and facilities. Producers also provide labor, a resource that may take time to redirect if the
contract arrangement is not renewed. Pig owners provide more ofthe operating (variable) items such as
pigs, feed, marketing, etc. These resources can be more easily redirected if the contract is not renewed.
Three general forms ofrisk aremarket risk, production risk, and income risk. Producers with contracts
which provide primarily fixed or flat payments for pork production have transferred essentially all market
risks to the animal owner. Their payment remains unchanged in the face ofmarket price changes, whether
hogs sell for $68 or $38 perhundred weight. Production efficiency clauses such as feed efficiency and death
loss determine how production risks are shared. A contract with a low flat payment and most payment in
the form ofbonus clauses has most production risks resting at theproducer level. Pig owners absorb the
risk when there are few production bonus clauses. Income risk is determined through your ability to obtain
a payment sufficient to pay for your management and labor and have sufficient funds to replace buildings
and facilities.
For contract arrangements to survive over time, retiunswill need to be shared in proportion to
production inputs provided and level of risk absorption by each party. Arrangements which are not equitably
balancedwill not survive over time. At least one of the participants will not generate sufficient funds to
remain a viable component. Or theywill be able to generate higher returns through another form of
production arrangement.
Forces which lead to a successful independent owner-operator pork producer are the same as those
which lead to a successful contract producer. That is, an effectively managed operation with top notch
production efficiency. The decision to contract produceor be an owner-operator will rest heavily on the
ability and/or willingness to absorb or share the market price, production, and income risks.
Table 1. POUNDS OF FEED PER CWT GAIN FOR ISU SWINE ENTERPRISE RECORD -
FEEDER PIG FINISHING FARMS 1986-1991
Pounds Feed Year
per CWT of
Gain 1986 1987 1988
1989 1990 1991
1986-91
Average
Accumulative
Frequency
Percent of Farms
310 or less 11.4 7.9 17.0 2.5 0.0 6.4 7.6 7.6
311-330 11.4 10.5 17.0 12.5 23.2 12.8 14.6 22.2
331-350 15.9 13.2 20.0 17.5 5.4 25.5 16.3 38.5
351-370 22.7 28.9 23.0 22.5 21.4 25.5 24.0 62.5
371-390 13.6 21.1 11.0 25.0 21.4 10.6 17.1 79.6
391-410 11.4 10.5 7.0 15.0 16.1 12.8 12.1 91.7
411 or higher 13.7 7.9 5.0 5.0 12.5 6.4 8.3 100
Average 381 361 367 363 371 356 367
Table 2. PERCENT DEATH LOSS FOR ISU SWINE
FINISHING FARMS 1986-1991
ENTERPRISE RECORD - FEEDER PIG
Percent
Death
Loss
Year
Accumulative
Frequency1986 1987 1988 1989 1990 1991
1986-91
Average
Percent of Farms
1.5 or less 13.6 15.8 14.0 15.0 10.7 4.3 12.2 12.2
1.5-2.5 13.6 15.8 12.0 10.0 16.1 23.4 15.2 27.4
2.5-35 22.7 28.9 14.0 17.5 10.7 23.4 19.6 47.0
3.5-4.5 18.2 15.8 28.0 27.5 17.9 19.1 21.1 68.2
4.5-5.5 11.4 15.8 14.0 5.0 12.5 0 9.8 78.0
5.5-6.5 2.3 2.6 0.0 10.0 10.7 8.5 5.7 83.7
6.5-7.5 0.0 2.6 6.0 5.0 7.1 4.3 4.1 87.8
7.5 or more 18.1 2.6 12.0 10.0 14.3 17.0 12.2 100
Average 4.49 3.37 4.36 4.14 4.59 4.37 4.22
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Table 3. PIGS WEANED PER SOW PER YEAR FOR ISU SWINE ENTERPRISE RECORD
FEEDER PIG PRODUCING FARMS 1986-1991
Pigs Weaned Year
1986-91 Accumulative
Year 1986 1987 1988 1989 1990 1991 Average Frequency
Percent of Farms
21 or more 0.0 33 1.0 3.5 4.4 9.1 3.5 3.5
19-21 13.3 16.7 17.0 105 7.4 9.1 12.4 15.9
17-19 20.0 21.7 27.0 21.0 16.2 18.2 20.7 36.6
15-17 31.7 21.7 18.0 28.1 17.6 25.8 23.8 60.4
13-15 13.3 183 22.0 24.6 26.5 13.6 19.7 80.1
11-13 15.0 10.0 9.0 8.8 17.6 15.1 12.6 92.7
11 or less 6.7 83 6.0 35 103 9.1 7.3 100
Average 15.68 16.01 16.09 16.10 15.12 15.69 15.78
Table 4. WEANING TO MARKET DEATH LOSS FOR ISU SWINE EN IERPRISE RECORD
FEEDER PIG PRODUCING FARMS 1986-1991
Weaning to Year
Accumulative
Frequency
Market Death
Loss Percent 1986 1987 1988 1989 1990 1991
1986-91
Average
Percent of Farms
.5 or less 83 33 12.0 8.8 2.9 6.1 6.9 6.9
0.5-1.5 33.3 30.0 21.0 193 19.1 10.6 22.2 29.1
1.5-2.5 15.0 23.3 20.0 15.8 20.6 28.8 20.6 49.7
2.5-3.5 83 133 17,0 7.0 11.5 21.2 13.1 62.8
3.5-4.5 11.7 133 7.0 19.3 13.8 12.1 13.5 76.3
4.5-5.5 10.0 5.0 6.0 105 7.5 6.1 73 83.6
5.5-6.5 6.7 6.7 6.0 8.8 6.8 1.5 5.9 89.6
6.5 or more 6.7 5.0 11.0 10.5 9.9 13.6 10.5 100
Average 2.99 3.02 3.06 3.62 3.95 3.51 3.36
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Table 5. BIRTH TO WEANING DEATH LOSS FOR ISU SWINEENTERPRISE RECORD
FEEDER PIG PRODUCING FARMS 1986-1991
Birth to Year
1986-91 Accumulative
18
Death
Loss Percent
1986 1987 1988 1989 1990 1991
Average Frequency
Percent of Farms
7.5 or less 10.3 15.8 6.0 12.5 7.7 10.8 10.6 10.6
7.5-12.5 34.5 38.6 33.0 42.9 43.0 43.1 39.1 49.7
12.5-17.5 32.8 263 33.0 25.0 27.7 24.6 283 78.0
17.5-22.5 13.8 14.0 17.0 143 15.4 123 14.4 92.4
22.5-27.5 8.6 3.5 10.0 53 3.1 6.1 6.1 98.5
27.5 or more 0.0 1.8 1.0 0.0 3.1 3.1 1.5 100
Average 13.81 13.04 14.86 12.57 13.66 13.48 13.57
Table 6. LITTERS WEANED PER SOW PER YEAR FOR ISU
FEEDER PIG PRODUCING FARMS 1986-1991
SWINE ENTERPRISE RECORD
Litters per
Sow per Year
Year
Accumulative
Frequency1986 1987 1988 1989 1990 1991
lyoo-yU
Average
Percent of Farms
2.25 or more 5.0 83 6.0 8.8 5.9 12.1 7.7 7.7
.15-2.25 11.7 11.7 15.0 7.0 11.8 7.8 10.8 18.5
2.05-2.15' 33 15.0 15.0 10.5 8.8 12.0 10.8 293
1.95-2.05 16.7 6.7 12.0 15.8 11.8 13.6 12.8 42.1
1.85-1.95 183 16.7 15.0 15.8 11.8 9.1 14.4 56.5
1.75-1.85 183 11.7 12.0 15.8 13.2 16.7 14.6 7L1
1.65-1.75 10.0 11.7 4.0 8.8 14.7 10.6 9.9 81.0
1.55-1.65 6.7 10.0 15.0 8.8 7.3 4.5 8.7 89.7
1.55 or less 10.0 83 6.0 8.8 14.7 13.6 103 100
Average 1.86 1,89 1.90 1.90 1.84 1.87 1.88
Table 7. PIGS WEANED PER LITTER FOR ISU SWINE ENTERPRISE RECORD FEEDER
PIG PRODUCING FARMS 1986-1991
Year
Pigs Weaned
per Litter 1986 1987 1988 1989 1990 1991
1986-91
Average
Accumulative
Frequency
Percent of Farms
9.75 or more 5.0 5.0 1.0 5.3 5.9 6.2 4.7 4.7
9.25-9.75 5.0 15.0 13.0 8,8 8.8 7.7 9.7 14.4
8.75-9.25 25.0 21.7 . 28.0 21.1 13.2 23.1 22.1 36,5
8.25-8.75 20.0 20.0 23.0 24.6 20.6 18.4 21.1 57.6
7.75-8.25 28.3 16.7 14.0 22.8 17.7 12.3 18.7 76.3
7.25-7.75 8.3 15.0 9.0 14.0 14.7 15.4 12.7 89.0
6.75-7.25 ' 5.0 3.3 8.0 1.7 16.2 9.2 7.2 96.2
6.75 or less 3.3 3.3 4.0 1.7 2.9 7.7 3.8 100
Average 8.40 8.45
1
8.41 8.46 8.22 8.23 8.36
Table 8. BREEDING STOCK DEATH LOSS FOR ISU SWINE
If'EEDER PIG PRODUCING FARMS 1986-1991
ENTERPRISE RECORD
Breeding Year
Accumulative
Frequency
Stock Death
Loss Percent 1986 1987 1988 1989 1990 1991
1986-91
Average
. Percent of Farms
0.5 or less 8.3 10.0 11.0 6.9 13.2 4,5 9.0 9.0
0.5-1.5 8.3 10.0 4.0 10.3 5,9 4.5 12 16.2
1.5-2.5 11.7 11.7 17.0 12.1 16.2 15.2 13.9 30.1
2.5-3.5 15.0 16.7 17.0 U.8 8.8 12.1 13.8 43.9
3.5-4.5 13.3 8.3 11.0 17.2 10.3 13.6 12.3 56.2
4.5-5.5 10.0 11.7 8.0 6.9 16.2 19.7 12.1 68.3
5.5-6.5 10.0 8.3 8.0 13.8 4.4 15.2 10.0 ' 78.3
6.5-7.5 10.0 10.0 14.0 5.2 7.3 6.1 8.8 87.1
7.5-8.5 6.7 6.7 2.0 3.5 1.5 1.5 3.7 90.8
8.5 or more 6.7 6.7 8.0 10.3 16.2 7.6 9.2 100
Average 4.27 4.24 4.30 4.38 4.75 4.93 4.48
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Table 9. SUMMARY OF FEEDER PIG PRODUCTION FOR THREE EXAMPLE CONTRACTS
Item Contract A Contract B Contract C
Sow Service Fee $28,908 $ 0 $11,332
Pig Shipment (Outyaidage) 59,520 85,962 47,448
Fixed Payments 88,428 85,962 58,780
Production Bonus 7,991 14,277 25,865
Feed Conversion Bonus 0 4,859 0
Veterinary Costs 0 0 -3,447
Total Income $96,419 $105,098 $81,198
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